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SUMMARY

Participants in the Cash Balance Benefit Program are allowed to receive their benefit in the form
of an annuity, if the balance of the participant’s and his or her employer’s account is at least
$3,500. Currently no annuities are being paid from the Cash Balance Benefit Program.  There
are, however, a few Cash Balance Benefit Program participants with sufficient balances in the
employee account and employer account to qualify for an annuity under the Cash Balance
Benefit Program.

The annuity is determined as a value actuarially equivalent to the sum of the employee account
and the employer account as of the retirement date, and is calculated using the age of the
participant and, if the participant elected a joint and survivor option, the age of the beneficiary on
the retirement date.

Section 26101 specifies that the actuarial equivalent is based on interest rates and mortality
tables recommended by the actuary and adopted by the board as a plan amendment.  The
Consulting Actuary, Watson Wyatt & Company, recommends the use of the interest rate and
mortality table developed for the Defined Benefit Program actuarial equivalence factors until the
experience analysis for the Cash Balance Benefit Program is performed, which will be
undertaken using June 30, 1999 data.

For the interim period, until the experience analysis for the Cash Balance Benefit Program is
performed, the Consulting Actuary recommends using an 8% interest rate assumption.  This is
the same rate assumed for the Defined Benefit Program.

An annuity based on an 8% interest rate compares favorably with private market annuities,
which currently are based on a rate of around 5.5%.

RECOMMENDATION

The staff recommends that the Teachers' Retirement Board adopt the interest rate assumption of
8% for the Cash Balance Benefit Program annuities effective immediately and for the 1999 –
2000 fiscal year.
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PROPOSED
RESOLUTION

OF THE
TEACHERS' RETIREMENT BOARD

BENEFITS AND SERVICES COMMITTEE

SUBJECT:  Adoption of Cash Balance Benefit Program Annuity Rate Assumption
Effective immediately and for the 1999/2000 Fiscal Year

RESOLUTION NO. _______

WHEREAS, the Teachers' Retirement Law specifies that the Cash Balance Benefit
Program annuities are based on the actuarial equivalent of values determined using interest rates
and mortality tables recommended by the actuary and adopted by the Board as a plan
amendment; and

WHEREAS, the first experience analysis of the Cash Balance Benefit Program will be
undertaken with June 30, 1999 data; and

WHEREAS, the Consulting Actuary has recommended that, until an experience analysis
of the Cash Balance Benefit Program is under taken, the interest rate assumed for the Defined
Benefit Program be used to determine the actuarial equivalent of Cash Balance Benefit Program
account balances; and

WHEREAS, the interest rate assumption for the Defined Benefit Program is 8%;
therefore, be it

RESOLVED that the Benefits and Services Committee recommends that the Teachers'
Retirement Board adopts the interest rate assumption of 8% effective immediately and for the
1999 – 2000 fiscal year.

Adopted by:
Benefits and Services Committee

Ratified by:

Teachers' Retirement Board

on April 8,1999

_____________________
James D. Mosman
Chief Executive Officer


